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I. INTRODUCTION.

The Southern New England Telephone Company (SNET) submits this Direct

Case in response to the request issued by the Common Carrier Bureau of the Federal
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Communications Commission ("Commission") in its Order DesiiJl8tina Issues for

Investiaation.!

SNET demonstrates that the mandated accounting change to implement SFAS-

1062 should be recognized as an exogenous cost under the Commission's price cap rules.

Further, the assumptions made by SNET in calculating these costs are reasonable, the

costs have been correctly calculated, and the allocations of these costs among the price

cap baskets are consistent with Commission rules.

In the Commission's Inyestiaation Order, SNET is named as a party of those local

exchange carriers (LECs) who sought exogenous treatment of the costs to implement

SFAS-106 in their 1993 annual access tariff filings.3

II. SNET's 1993 ANNUAL ACCESS TARIFF FILING CORRECTLY
CALCULATED THE EXOGENOUS IMPACT ON PRICE CAP INDICES TO
REFLECT THE IMPLEMENTATION OF SFAS-I 06.

Under the Commission's price cap rules, if a mandated accounting change has

been ordered by the Commission to be reflected in regulatory accounting, then exogenous

treatment should be granted to the extent that there would be no double-counting in the

GNP-PI.4

1 Order Desipurtina Issues for Investiaation, CC Docket No. 93-193, Phase I; CC Docket No. 94-65;
CC Docket No. 93-193, Phase II; CC Docket No. 94-157; Released June 30, 1995; ("Inyestiption
Qnkr").

2 The Financial Accounting Standards Board (FASB) issued SFAS-I06 in December, 1990, which
changes the way SNET, and other companies, must account for postretirement benefits other than
pensions. ~ Inyestiaation Order at para. 2.

3 InveSliaation Order at para. 13, fn. 28, and Appendix A.

4 ~ LEe Price Cap Order, 5 FCC Red 6786 (1990); LEC Price Cap Reconsideration Order, 6 FCC
Red 2637 (1991); and AT&T Price Cap Reconsideration Order, 6 FCC Rcd 665 (1991). ~ als2
Responsible Accounting Officers (RAO) Letter 20,released May 4, 1992 (DA 92-250) by Chief,
Accounting and Audits Division.

k:fed\opeb\opeb814.doc
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SNET's tariff filing ofApril 2, 1993 provided the justification for including the

additional costs associated with implementing SFAS-l 06.S SNET determined the

incremental impact of SFAS-l 06, and particularly the unfunded obligation, or transition

benefit obligation ("TBO"), as a mandated accounting change beyond the control of

SNET, and as such, must be considered as an exogenous cost.6 SNET also determined

the extent to which this accounting change is not reflected in the inflation measure of the

price cap plan to avoid any potential double-counting.7 Rather than burdening the

Commission with duplicative filings, SNET relies upon the 1992 USTA study (also

known as the "Godwins study") as continuing to be valid to demonstrate the impact of

SFAS-I 06 to inflation.8 SNET fully supports the conclusion of USTA that the Godwins

study provides the Commission with an appropriate and conservative measure of the cost

increase associated with the implementation of SFAS-l 06.

The intent of the exogenous cost adjustment component of the Commission's

price cap formula is to recognize the impact on a carrier's costs ofadministrative,

legislative or judicial actions beyond the control of the carrier.9 In determining to treat

the cost of a particular FASB-mandated change as exogenous, such as SFAS-I 06, the

Commission must further determine whether the cost of a particular accounting change is

5 ~ SNET Tariff Transmittal No. 560, dated April 2,1993 at pp. 15 - 20, and associated workpapers.

6 ~ Inyesti&ation Order at para. 4, and tn. 7 for a definition of the TBO.

7 SNET relied upon the United States Telephone Association, ("USTA") "Post-Retirement Health Care
Study Comparison of Telco Demographic and Economic Structures and Actuarial Basis to National
Averages" (1992)(amended 1993). ~ Invcstiaation Order at fn. 28.

8 ~ Direct Case Filing of USTA, August 14, 1995.

9 LEC Price Cap Order at para. 166.

k :fed\opeb\opeb814.doc
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reflected in the GNP-PI, the inflation variable in the price cap index. 10 Clearly, the

impact of the adoption of SFAS-l 06 is both beyond the control of the LECs, and not fully

reflected in the GNP-PI. 11

SNET relies upon the 1992 USTA Godwins Study, which demonstrates what

percentage of the additional costs incurred as a result of SFAS-l 06 is reflected in the

GNP-PI, and what percentage of these additional costs are unrecovered in the price cap

mechanism. 12 The 1992 Godwins Study was divided into two parts: an actuarial analysis

and a macroeconomic analysis. The actuarial analysis covered all price cap LECs,

including SNET. The 1992 Godwins Study finds that the increase in GNP-PI caused by

SFAS-I06 will provide recovery of only 0.7% of the additional costs incurred by price

cap LECs.13 An additional finding of the 1992 Godwins Study was that SFAS-l 06

would have an adjustment in the wage rate, accounting for an additional 14.5% recovery

of the additional costs as an indirect effect. SNET proposes that 84.8% of its SFAS-l 06

costs be treated as exogenous. 14

10 AT&T Price Cap Reconsideration Order at para. 74, and LEe Price Cap Reconsideration Order at
para. 63.

11 ~ USTA's Godwins Study, Executive Summary, submitted as an attachment to USTA Direct Case
in this proceeding, which demonstrates that price cap LEes would only be able to recover 0.7 % of the
additional SFAS-106 costs through the price cap inflation adjustment mechanism.

12 ~ USTA Direct Case citing corroborative evidence by the National Economic Research Associates,
Inc. (NERA) Study in demonstrating the need for exogenous cost recovery of SFAS-106 costs.

13 1992 Godwins Study, Executive Summary.

14 }d. The net impact of SFAS-106 costs is developed as 100% - 0.7% - 14.5% = 84.8%.

k:fed\opeb\opeb814.doc
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III. SNET's RESPONSES TO ORDER OF INVESTIGATION PARAS, 16-31.

(Issue A) Paras, 16-18: Correct. ReasQnable and Justified CalculatiQns QfSFAS-I06
~

(Para, 17(1» SNET has adQpted SFAS-I06 as Qf January 1, 1993 ,fQr regulatQry

repQrting,

(Para, 17(2» SNET elected price cap regulatiQn effective July, 1991. In SNET's

1993 Annual Tariff Filing, pay-as-YQu-gQ expense fQr 1992 was repQrted as $19,7

MilliQn,15

(Para. 17(3» The incremental impact QfSFAS-l06 repQrted in the 1993 Annual

Tariff Filing was $3.3 MilliQn. 16

(Para, 17(4» SNET did nQt repQrt any actual cash expenditures related tQ SFAS

106 since the implementatiQn Qf price caps, but priQr tQ Qur implementatiQn Qf SFAS-l 06

accQunting methQds,

(Para, 17(5» See Attachments A and B fQr the treatment Qfthese CQsts in repQrts

tQ the Securities and Exchange CQmmissiQn and sharehQlders fQr 1993 and 1994

respectively,

15 ~ SNET Tariff Transmittal No. 560, dated April 2, 1993, at p. 27.

16 llilil.

k:fed\opeb\opeb814.doc
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(Para. 18(1» SNET provides two basic post-retirement benefits: postretirement

health benefits including dental, and postretirement life insurance. These benefits are

fully described in actuarial reports. 17

(Para. 18(2» For 1993, the pay-as-you-go expense for benefit payments was

$23,025,000. The amount contributed to trust funds in 1993 was $28,652,218.

(Para. 18(3» to (Para. 18(5» SNET did not reflect SFAS-I06 expenses in

interstate rates prior to our election to price cap regulation.

(Issue B) Para. 19: Exoienous Claims Prior to January 1. 1993:

This issue is not applicable to SNET because SNET did not request exogenous

treatment prior to January 1, 1993, the date the Commission authorized adoption of

SFAS-l 06 accounting methods.

(Issue C) Para. 20: Correct and Reasonable AllQcation and Separation of SFAS-l 06
CQs1s.;.

(Para. 20(1» The amount associated with SFAS-l 06 on a total company basis

was $369,700,000 (before-tax basis), $215,941,770 (after tax basis).

(Para. 20(2» See the Attachment C for the actuarial calculations used to develop

the total company SFAS-l 06 amounts.

17 ~ actuarial reports provided in response to para. 26.

k:fed\opeb\opeb814.doc
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(Para. 20(3)) Rather than allocating SFAS-I06 to the telephone company, the

telephone company records the entire amount and then allocates the non-telephone

portion, netting to the telephone company balance. With the adoption of SFAS-I 06, and

in accordance with regulatory accounting procedures, the transition benefit obligation is

amortized over 18.4 years. The annual amortization of the transition obligation recorded

in 1993 was:

8701.8000 Postretirement Healthcare Benefits 18,474,240
1190.1300 Accounts Receivable - Non-regulated 1,925,760

4310.1100 Accrued Postretirement Benefits-Management
4310.1200 Accrued Postretirement Benefits-Non-management
4310.1300 Accrued Postretirement Life Insurance

8,700,000
10,900,000

800,000

(para. 20(4)) and (Para. 20(5)) Headcount is used to allocate the total company

amounts between the telephone company and non-telephone company operations. See

Worksheet 1.

(para 20(6)) Using a telephone plan in service allocation methodology, the 1993

incremental impact of SFAS-l 06, $18.5 Million, is first allocated to the interstate

jurisdiction, and then applying the 84.8% percentage of SFAS-l 06 costs found in the

original Godwins study cited above, results in an interstate SFAS-I06 value of$3.9

Million, in contrast to $3.3 Million cited in SNET's 1993 annual access tariff filing.

SNET takes a conservative approach using the Godwins analyses by relying upon the

1992 study's 84.8% factor rather than the 87.3% recovery factor cited in the 1995

Godwins study update attached to the USTA Direct Case in this proceeding. 18 See

18 ~ USTA Direct Case, fIled August 14, 1995, Attachment A.

k:fed\opeb\opeb814.doc
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Worksheet 2 for the allocation of costs to baskets employing the telephone plan in service

allocation methodology. 19

(Issues D and E) Para. 21; YEBA Trusts:

(Para. 21(1» In 1991, pursuant to a decision by the State of Connecticut

Department of Public Utilities Control, Docket No. 89-12-05, dated March 29, 1991,

SNET established and began to fund Voluntary Employees' Beneficiary Association

(VEBA) trusts, one for management and one for bargaining-unit employees.2o Fund

contributions are equal to the actuarially determined current service cost and interest cost

of active employees' postretirement health care benefits.

(Para. 21(2» Contributions to the VEBA trusts were $6.7 Million in 1991, $12.7

Million in 1992, $51.7 Million in 1993 and $51.1 Million in 1994.

(Para. 21 (3» In 1991, the total amount of funding was to provide for future

benefits. In 1993 and 1994, the funding included a portion for current benefits, $23.0

Million and $26.5 Million respectively, with the remainder for prefunding of future

benefits.

(Para. 21(4» See Attachment D for the assumptions used in actuarial studies.

19 The data on Worksheet 2 was not employed in support of any previous tariff submission by SNET.

20 The costs associated with VEBA trusts were not reflected in SNET's base period rates under price
caps.
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(Para. 21(5» The VEBA trusts were described above. They provide retired

management and retired non-management employees with postretirement health benefits

and life insurance.

(para. 21 (6» The terms of the respective trusts restrict the use of trust assets for

the exclusive benefit of eligible employees, their spouses and eligible dependents, and

their designated beneficiaries. The trust assets cannot revert to SNET.

(Issue F) Para. 22: Vestini of QPEB Interests:

(Para. 22) As stated in response to para. 17(5), substantially all of the telephone

company employees may become eligible for QPEB benefits if they retire with a service

pension. In addition, an employee's spouse and dependents may be eligible for health

care benefits.21

(Supporting Studies and Models) Paras. 24 to 31; Actuarial assumptions and sllPP0rtini
~

Although SNET capped some of its postretirement medical liability in 1989, these

caps do not go into effect until 1996, and apply only to retirees who retired after the caps

were put into effect.22

21 S= Attachment A in response to para. 17(5) of this Direct Case.

22 Caps are in effect for bargaining unit employees retiring after 1989 and management employees
retiring after 1991. Caps do not affect dental or life insurance, or telephone concession. ~ a1s.Q
Attachment F.

k:fed\opeb\opeb814.doc
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(Para. 26) SNET's actuarial reports used to detennine SFAS-l 06 amounts are

provided in Attachment E. Recent plan relevant provisions as a result of collectively

bargained agreements are found as Attachment F.

(Para. 27) SNET has not requested exogenous treatment of SFAS-ll2 costs.

(Para. 29) Compensation data is provided on Worksheet 3.

k:fed\opeb\opeb814.doc
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VI. CONCLUSION.

SFAS-l 06 is a mandated accounting change to be implemented for regulatory

purposes by order of the Commission. SNET urges that the change in accounting

necessary to implement SFAS-l 06 should be recognized as an exogenous .cost change

under the Commission's price cap rules. In support of this assertion, SNET and other

price cap LECs have submitted studies that demonstrate the impact of SFAS-l 06 on

LECs as a composite whole, and on inflation. SNET has met the burden of

demonstrating that this is an appropriate exogenous change and that no double-counting

would result from exogenous treatment. Therefore, SNET requests a favorable finding by

the Commission that exogenous treatment is appropriate for costs attributable to SFAS

106 within price cap guidelines.

ENGLAND TELEPHONE COMPANY

~t<l

Respectfully submitted,nrJTHERN
BY~(/

Eugen . B
Director Fede
4th Floor
227 Church Street
New Haven, Connecticut 06506
(203) 771-8514

August 14, 1995
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ATTACHMENT A

1 PAGE

THE SOUTHERN NEW ENGLAND TELEPHONE COMPANY

1993 FORM lO-K

(See Response to Para. 17(5»
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POIIUTIREMENI HEALTH CARE: The Telephone Company participates in the health care
benefit plans for retired employees provided b1' the Corporation. Substantially all of the Telephone
Company's employees may bocome eliaiblc for these benefits if they retire with a service pension. In
Iddition.. an employee's spouse and eliaible dependents may become eliaible for bealth care benefits.
Effective July I. 1996, all batpiDina-unit employees who retire after December 3I, 1989 aDd aU
DJaIUtICII1eIlt employees who retire after December 31. 1991 may have to share with the Corporation
the premium costs of postretirement bealth care benefits ifthese costs exceed certain limits.

Prior to January 1, 1993. these benefits were recopized as an expense OIlly wbc:n paid (referred to as
the "pay-u-you-ao" method). In 1991, in accordance with a DPUC decisiClll in a rate proceodina. the
Telepbaae Company bcpn to fUnd the postretirement health care benefits. These costs have been
coatributed to Voluntary Employees' Beneficiary Association ("VEBA") trusts. The Corporation's
ftmdina policy with reprd to bealtb care costs has been to contribute an amount equal to the service
and iDterest cost ofactive employees. subject to tax deductible limits. in order to contain the arowth of
the unfunded postretirement bealth care liability. Based on the DPUC's July 7. 1993 &eneraI rate
award decision, the Corporation contributed additional amounts to the VEBAs in the fourth quarter of
1993. Tbe additional amounts began to fund the accumulared liability. In 1992 and 1991, the pay-as
you-ao expense combined with the VEBA contributions amounted to $32.4 million and $25.2 million,
rcspedively.

Effective January I, 1993. the Telephone Company adopted SFAS No. 106, "Employers' Accounting
for Postretirement Benefits Other Than Pensions." SFAS No. 106 requires that employers accrue,
durina the years an employee renders service. the expected cost, based on aetuariaI valuations, of
health care and other non-pension benefits provided to retirees and their eligible dependents. With the
adoption of SFAS No. 106. the Telephone Company elected to defer, in accordance with an FCC
accounting order and final decision issued by the DPUC on July 7. 1993, recognition of the
accumulated postretirement benefit obligation in excess of the fair value of plan assets ("transition
obligation") and amortize it over the averaae remaining service period of 18.4 years. The Telephone
Company's portion of the postretirement benefit cost for 1993, including the amortization of the
transition obligation, was approximately 545 million.

, ,
SFAS No., 112, , Accounting for Postemploymeat 8eDefits." This t requires
employers to accrue benefits p former or inactive employees employment but before
retirement. These benefits include workm'- ility benefits and health care
COIltiDuation coveraae for a limited period of time The standard aeoera1ly requires
that these benefits be accrued as earned ri&bt to the uIate or vest. The
cumulative cft'ect of this reduced 1993 net income reported m of
income by 56.S million. care continuation costs. which do DOt

,.

-'r

..-,;;'

24..
!i.
,,~
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ATTACHMENTB

2 PAGES

THE SOUTHERN NEW ENGLAND TELEPHONE CaMPANY

1994 FORM 10-K

(See Response to Para. 17(5))
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INOTE 2: EMPLOYEE BENEFITS

._to retire or termiDate their anploymmt betweea December 15, 1992 ad Febnwy 16,
i"lfIind ID early rctireIMDt iDceDtive offer, Special Pcmion 0pti0D ("SPO"). App,!'OXil'..ry

accepted the -.rIy retiremmt offer. Most employees who eJected to retire or tepfiDate
__ Company by March 19, 1993, IDd the remainder left by September , 1993. The

ClJIlllPallY recorded a befoI'e-tax $6.0 million peasiaa pin in 1993 as a of the SPO.

,.._ "PI Tclephoae Company participates in two DOD-eaatributA:~&fiiDedbcaetit pasion
pIIIIs of the . : aae for manaae:mem employees aDd ODe for -uDit emp~.
IIwfits for ~Ioyees are based on ID adjusted career pay plan. 8eadits for
barpinina-uDit employees . 1987 to 1991 as well as a cash
bel"'CC' campaarm.

FWIdiDa of the plans is achieved . tions to a tn1st fimd. Plan wets consist
primarily oflisted stocks, corporate aDd real estate. The Corporation's policy is
10 fimd the pension cost for these plans . the Employee Retirement Income Security
Act of 1974 using the aagn:pte cost Fo Urp0se5 of detenniDiDg contributions, the assumed
investment earnings rate on plan assets was 9.

The Telephone Company's portion of Corpo 's pension cost (income) computed using the
projected unit credit actuarial meth was appro . 512.4 milliOl1, $(7.7) million aDd $(2.9)
million for 1994, 1993 IDd 199 , respectively. The' in pension cost for 1994 was due
primarily to the net effect of a discount rate, the absence a $6.0 million net settlement pill in
1993 ad a 1994 . loss of approximately 513 .. for employee separations. The
curtailmcDt loss was against the restnlcturiDg pfOll'm1. [see N 4]. Pension iDc:ome iDc:reased
ill 1993 compared 992 due primarily to the net effect of a settlemc:at . aDd cbaqes for special
termination associated with the 1993 SPO that resulted in a net gain 6.0 million.

When' . economically feasible to do so, the Corporation ameads periodically thC""tIlerdt formulas
ItS pension plans. Ac:cordin&Iy, pension cost has been detcnnined in such a as to

::.-:.....

"'~ ~

.....RIDIDt HgIth Can ...."ts Tbe Telephone Company participates in the health care ad
life iDsuraDce benefit pIaDs for retired employees provided by the Corporation. SubstaDtially all of the
Telcphoae Companys employees may become eliaI'ble for these beDdits if they retire with a service
pauiOll. In addition, an employee's spouse aDd depen4mts may be elip'ble for bealth care beacfits.
Effective July 1. 1996, all barpinina-unit employees who mire after December 31, 1989 aDd all
IIIIDaprl1tat employees who retire after December 31, 1991 may have to share with the Corporation
tile premium costs of postretiranclDt health care benefits iftbese costs exceed certaiD limits.

Prior to January I, 1993, these beDeftts~ recopized as an expeme only wbcD paid (Iefcmd to as
die "pay-as-you-so" metbod). Etrective January 1, 1993, the Telephone Company idopted SFAS No.
106 "Employers' AccountiDa for Postretirement Benefits Other Than Pensioas." SFAS No. 106
requires that employers accrue, during the years an employee renders service. the expected cost, based
on actuarial valuations. of bealth care and other non-pension benefits provided to retirees ad their

24
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aliaible depaIdeats. With the adoptica of SFAS No. 106, the TelepboDe Company elected to defer, in
accordaDc:e with an FCC ICCOUDtiDa order and fiDal decisiaIl issued by the DPUC OIl July 7, 1993,
recopitiOll of the accumulated postretin:malt bcaefit obliptiOll in excess of the &ir value of plan
assets ("tnDsitioD obliptiOll") and amortize it over the awrap remainina service period of 18.4 yean.
Tbe Telepboae COIIIpIDy's porttOll of tile postretin:malt beDefit cost for 1994 and 1993, includina the
amortization ofthe traDsitiOll obliptioa, wu approximately 54S millioD.

hll991, in accordaDc:e with a DPUC decision in a rate pJ'OCA"Odina for the Te1epboae Company, the
Corporatioo bcpn'to fund tile postn:tiremmt beal1:b care beDefits. Baed OIl tile DPUC's July 7, 1993
...-at rate award decisioa, the Corporatioo COIItinues to contnbut.e additioaall'!'O'lnts to VolUDtary
Employee Bcaeficiary A.aociatioD. ("VEBAj truItI. In 1992. the pay-as-you-ao expc:ase combiDed
with the VEBA COIltributiOllS amount&ld to 532.4 milliOll.

112 "EmP for Postemployment Benefits." This employers to
accrue benefits provi or iDactive employment but before retirement.
These benefits include workers' .. benefits and bealth care continuation coveraac
for a limited period of . loyment. The stan that these benefits be accrued as
eamod where to the benefits accumulates or vests. The cum of this accounting
CftaIJ&C.-lFeCllliced 1993 net income by 56.S million. Health care continuation

EfFective January 1,
Taxes." In accordance AS No. 109 and SFAS No. 71
rquJatory asset of 562.2 million
cumulative amount of income taxes on teIrii_(\'
These amounts relate principally to capitalizati ~_...
construction costs for fiDaDcial statrmc-....lSUrpol4l:S
repIatory liability of 584.2 million rded in other liabilities aDlt-4cfem=d
tax bc:ndits to be flowed ratepayers associated with UDalmortizCi~

decreases in both state historical statutory tax rates. Both the reJll1alI:)qJuset ad liability
are recopiml rqpa1atDry lives of the relared taxable bases c:oncurreat with .
rates, or tile liability related to iDtrutate excess state tax rates, which in accordaDci
DP decision issued in July 1993, will be retumed to ratepayers over~_-!*lflt:""-ftirftaetlil~:::-

a riiOR--acceEiiJSliUlDKlIIttbilZt'tlhNlOaJ3I1.J~ai1~.peIiect.~-



ATTACHMENT C

3 PAGES

THE SOUTHERN NEW ENGLAND TELEPHONE COMPANY

ACTUARIAL CALCULATIONS

(See Response to Para. 20(2»
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SQUIHERN NEW ENGLANDTELECOMMUNICAnON~
POSTRETIREMENT HEALni - ~MrEMENT71r~;·

EXPENSE
(SMilUODS)

1992 ~_:1:: :·1993 t 1994 1995
A. EIpecu:d Postretirement Benefit

Obliptioll (ElBO)
LActMEPBO 38.0 40.7 43.5 46.3
2.1lcdred EPBO 12:2.5 121.4 119.8 117.7

"". .....,. 3. Total EPBO II of 111 160.5 162.1 163.3 164.0
( .
".

o

B.~uJated Postretirement Benefit
Oblilatioa (APBO)

L ActiYe APBa
2. Retired APBO
3. Total APBO IS or 111

. c..Net Periodic BcDefit Colt
L Service Cact with interest
2. JDtaat Cact
~'~doaol1'nDsldoa~.....~............-......~'... =... -" ".... ~ .. ~. !
4. Subtotal BeDefit Costs
5. &pecud Return 011 Assets
.6.ltTocalNetP~1eDefit Colt
·~"'-~:::c.t;~r..,.h.':_I~L-"'~::.·".; .. ·4lIoo- .... " ••... ' ro.

28.9
12:2.5
151.4

1.2
lLO

NlA
12.2
o.s

N/A

32.1 35.4
121.4 119.8
153.5 'N. 155.2

1.2 1.3
11.1 11.3

((j1)../ ~ 8.7
21.0 21.3

.U./ 1.1
. 20.2. ~' 20.2

39.0
117.7
LS6.7

1.3
11.3
8.7

21.3.
1.5

19.8

o.

D.DeccrmiDation orCoDuibutioD IIol1/1
L VEBA Contn"bulions

Eo R.edree BeDefItsPaid
L kdrea prior to 1991
.2. 1991.Puturc Redlea
1.Total

5.4

73
2.2

10.1

-5.7

8.2
2.4

10.6

5.9

&3
2.8

11.1

6.3

8.S
3.2

11.7

o
F. VEBA IS of.1/1 2.7 6.4 "1- 10.5 14.8

.0
. .

No QaiDs orLoaa.
NoPlan AlDcDdmeats. .
AUnbutioll Period is rrom the date ofhire to earliest retirement e6pbDity.



~~~~WC~S
EXPENSE
(SMilliODS)

1992 _~;'~::it 1994 1995
A. &peaed Postretirement BeDefk

ObUlltiOD (EPBO)
1. Acti~ EPBa 7L7 77.0 82.3 87.5
2. Retired EPBO 1S6.1 153.6 150.4 146.7
3. Total EPBa as or Ul 227.8 230.6 232.7 2.34.2

'~

B. Accumulated Postretirement BcDefit
ObU,llioD (APBO)

,L Active APBO so.s 64.3 71.2 78.1
2. Retired APBO 156.1 153.6 150.4 146.7
3. Total APBO as or Ul 206.6 217.9 V\ 221.6 224.8

C. Net Periodic: Benefit Cost
LSenice Cost with interest 2.4 2.5 2.6 2.7

0
2.lDterat Cost 15.0

:(;~~1
16.0 16.2

3~ AmonizadOl1ofl'rasldoDLIabIlIty ~, NIA 10.9 10.9
•.••". .•••••• ~ -. - • '-. .' 111

°""'29.2 29.84. Subtotal BeDcfit Calts 17.4 29.5
5. Expected Retum 011 Assets 0.8

~·l:~~<f
2.0 2.S

'6.T~NetP~,~~~ ,J N/A 1,27.8~1·:·., ' n.5 n.3...... -•..... " . . . .

D. Determination of CoDuibutioIla of 1/1
LVEBA Contributions 7.3 8.7 8.3

Eo~BeDelits PUcI

0
LRcdreeI prior to 1991 ~L7 113 12.2 12.4
2. 1991 AFuNreRctkea 2.1 2.7 3.2 3.9
3. Total 13.8 14.6 15.4 16.3

F. VEBA. of1/1 4.0 10.0-l'f.. 17.3 24.7

o
o

Assumpdoas:
Return 011 AsIds: ~ '
Discoat for IJabIUiIca: ?.sow,
~o GIlDs or Loacs CII:cpt Cor 1I1tic;ipa~'bI for 1992-1993 DOomlDAlCmeDt~windt"
'No PIaD Amc:Ddmerl1L • . .

AttD"budOl1 Pcriex'is £10m ihe date otbire to eadsest retfremcDt cUpbility.



SOtmiERN NEW ENGlAND TELECOMMUNICAnONS
RETIRED GROUP LiPEOOENSE •:COMBINED. . .. ". . .

WITH CONlRIBlTTIONS
(SMiWODS)

o

0_-."\
1

A. Eapec!cd P05tretircmau 8eDCfit
.ObUptioll (EPBO)

1. Aa:iYc EPBO
2. Retired £lBO
3. Total EPBO u of 1/1

B. Aa:umulatcd P05trcQremau BcAcfit
ObUptioD (APBO)

1. Ac:tiYe APBO
2. Retired APBO
3. Total APBO u or 111

C. Net Pcrio4ic BeDefit Cost
L Service Colt
2. Iaten:lt Colt

'~.i~tioDolTnasidoll tJabDltv :._'.i.",_,"'" .... ',' ";~'.... .. .. ,WI. A.;.

4. Subtotal BcDcru Colts· .
5. Expcae4 RetunI OIl.AsacU

\t"TotafNCtPcziOdie BcDefit Colt\l·_ ....·,-:;. ..,:.f-....t.~;i;· ..:.: ..::· ... - -."' . - .

D. ColluibutiODS

Eo~BcDcfiu Paid
L Oanat RctirCcI
2. Future Retirocs
3. Total

F. RFA u or 111

1992 ::.~;19.93 i' 1994 1995'.'Y"..•. ~ .~~.-:~.:.. '.

47.7 51.3 S4.a sa.s
41.4 40.9 40.6 40.2
19.1 92.2 95.4 98.7

25.8 29.1 32.5 36.2
41.4 40.9 40.6 40.2
67.2 7o.0"\. 73.1 76.4

1.4 1.6 1.7 1.8
4.9 5.1 5.3 5.6

N/A :~~4· o.a o.a
6.1 7.5 7.8 8.2
.u 4.4.u: 4.6 4.7

N/A "' ··:3,L.-;l· 3.2 3.5
" .":.:".:.'..

1.3 1.3 1.3 1.3.

15 3.3 3.3 3.1
0.0 Q.3 0.4 Q.6
15 3.6 3.7 3.8

512
55.3 ""

57.4 59.6

o

M1IIIIpdoIII: .
Retana Oil AIICII:
DiIcoaat for LiabiHticI:
SaIaI7 IDea I.a:
No 0ai.DJ orLaua.
NoPlaa~u.

AltribadoD Period is from tbc date ollairc to apec:ted retiraDeDt.
CoD~ dctcrmiDcd OIl aD'" discoa.Dt for UabDitic:a uaumptioD..
Trusitioll ObUptioD is~ over 11.4,.,.:.
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v •
SUMMARY ~PLOYEE REPORT

END-Of-MONTH HEADCQUNT/EQUIVALENT
".CDECEMBERAS~F 12/211I2 ~.

TOTAL JOB BANK . NON-JOB BANK... '.
DEPARTMENT HEAPCOUNT EQUIVALENT' HEADCQUNT EQUIVALENT HEAQCOUNT E9tiriALi5Nr" or,

••••:.:.:.;:.... : .• 1•• ..
~~TOTAL .....0VEE8 ;-t. 11.2HS 11.1••0 78 72.9 11.140

·TQTAi.TS.CQ (IWGULATEQ) 10.151 10.010.5 72 69.1 10.017 10.021.4

NETWOAK SERVICES 1,085 1,024.5 22 20.4 e.OI3 l,oeM.1
QP&MTIONS 1.811 1.111,4 2 2.0 Seas a.111,4
NETWORK SOl .... 0 0.0 . 1101 . ......
MARKETING & SALES 1.148 1.107.5 20 le.4 l.en 1.818.1

MAFICEr PLANS 201 200.3 1 0.5 200 In.'
CONSUMER SEfMCES 113 174.' 11 17.1 8M 851.1
...E88I11MCE8 7S2 728.' 0 0.0 7S2 'lit.'
CAMER8ElMCES lOS 102.. 0 0.0 lOS 102..

INFO SYSTEMS & TECHNOLOGY 811 187.' 0 0.0 .. 117.'
. ~.,.

COMP'T'AOLLERS .7 SII.4 S 3.0 314' Sl3.4

HUMAN RESOURCES 113 110.1 12 11.1 151 149.0

EXTEFINALAFFAIRS 70 70.0 . ':; " '0 .-. 0.0 70 70.0

TREASURER 72 19.5 0 0.0 72 11.5

GENERAL COUNSEL 2S 21.' 0 0.0 23 21.8

SNET PUBUSHING 151 150.1 S5 34.1 .,1 .,1.0
(

''-0

~- ~@~::"I~.. ·. :::::~.~ •.. ' . , ..L.~.~.:~{;:. 1.017 1.041.5 . 4 I.a I.OSS

HOlDING COMPANY 72 71.5' 0 0.0 72 71.5

&NET SERVICES GROUP 24 24.0 0 0.0 24 24.0

OTHER SUBSIDIARIES ., tsS.0 4 3.a 157 141.2
SNIT 8'f81'EMS .. .... 2 2.0 - ...
SNEr CELLULAR 121 la7 1 1.0 127 125.7
SNEr MOBILECOM • . 14.5 0 0.0 15 14.5
SNITCAIDIT 21 2O.S 0 0.0 21 20.5
SNIT FI!AL ISfATE 5 1.0 0 0.0 5 &.0
SNITPABING 41 40.5 1 0.8 40 ••7
CONaIMER SEfMCES 5 1.0 0 0.0 5 &.0
...-DEWlAI! 1 t.O 0 0.0 1 1.0
8NET DIVERSIFIED GAP-PLNG 4 4.0 0 0.0 4 4.0
&NET ADVANTAGE LOCATOR 0 .0.0 0 0.0 0 0.0

1/11/13

~~~ "'"~ ~ Nonre~~~<l En'lp'o~e~~~ Q.4\.f '/.
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1993 COMMON LINE:
1993 SWITCHED:
1993 TRANSPORT:
1993 INFORMATION:
1993 SPECIAL ACCESS:

INTERSTATE RATIO
TOTAL'

1993 TOTAL COMPANY TPIS: 3,915,546
1993 TOT. INTERSTATE TPIS: 982,177
1993 INTERSTATE RATIO for TPIS:

ACCESS ELEMEMENT RATIOS
TOTAL'

433,705
203,562
211,865

1,480
130,524

RADOS

0.21OH

BAnos
0.441171
0,207216

0,21171
0,001107
0,132,,3


